1 Key Performance Indicators as developed by Advanced Performance Institude and others 2 No HR dept was yet established. 3 Popular public company type with large number of members owning shares 4 Co-author of this chapter,Dr, Economics , Lecturer in European University of Lefke and with 30 years of experience in Corporate and Education Issues. 5 Dr., Senior Lecturer in Girne American University, ex member of various Bank BODs of people, organizations and society as a whole to manage their affairs successfully (OECD-DAC Network on Governance, 2006) , and "ability of an organization to function as a resilient, strategic and autonomous entity (Kaplan, 2007) ". These definitions imply that capacity is not a passive state but part of a continuing process and that human resources are central to capacity development. The overall context within which organisations undertake their functions are also key considerations in capacity development. Therefore, capacity is the power of something (a system, an organisation, a person) to perform or to produce (UNDP, 1998; UNDP, 2006) .
The following five central characteristics or aspects of capacity can begin to give the theory and practice some substantive and operational shape (Morgan, 2006) .

Capacity is about empowerment and identity, properties that allow an organization or system to survive, to grow, diversify, and become more complex. To evolve in such a way, systems need power, control, and space. Capacity has to do with people acting together to take control over their own lives in some fashion.  Capacity has to do with collective ability, i.e. that combination of attributes that enables a system to perform, deliver value, establish relationships and to renew itself. Or put another way, the abilities that allow systems -individuals, groups, organizations, groups of organizations -to be able to do something with some sort of intention and with some sort of effectiveness and at some sort of scale over time.  Capacity as a state or condition is inherently a systems phenomenon. Capacity is an emergent property or an interaction effect. It comes out of the dynamics involving a complex combination of attitudes, resources, strategies, and skills, both tangible and intangible. It emerges from the positioning of a system within a particular context. In addition, it usually deals with complex human activities, which cannot be addressed from an exclusively technical perspective.  Capacity is a potential state. It is elusive and transient. It is about latent as opposed to kinetic energy. Performance, in contrast, is about execution and implementation or the result of the application/use of capacity. Given this latent quality, capacity is dependent to a large degree on intangibles. It is thus hard to induce, manage, and measure. As a state or condition, it can disappear quickly particularly in smaller, more vulnerable structures. This potential state may require the use of different approaches to its development, management, assessment and monitoring.  Capacity is about the creation of public value. All countries, regardless of their level of development, have many examples of effective capacity that subverts the public interest. The most obvious would be organized corruption, the behaviour of gangs and organized conspiracies, and the capture of public institutions. In most countries, different kinds of capacities compete for power, control, and resources.
Capacity Development 6 is a concept that is broader than organizational development since it includes an emphasis on the overall system, environment, or context within which individuals, organisations, and societies operate and interact (and not simply a single organisation). In the case of development programmes, it includes a consideration of all factors, which affect upon its ability to be developed, implemented and the results to be sustained. Of special concern to development planners and to situations where there are limited resources is the need to build on what exists-to utilize and strengthen existing capacities , rather than to start from scratch . A Capacity Assessment is an analysis of desired capacities against existing capacities; this generates an understanding of capacity assets and needs, which informs the formulation of a capacity development response (UNDP, 2008) . According to OECD, Capacity Assessment is structured and analytical process whereby the various dimensions of capacity are assessed within a broader context of systems, as well as evaluated for specific entities and individuals within these systems (OECD, 2006) .
In addition to above, the more commonly used definitions of capacity development can be outlined as follows :
 Capacity Development is a concept which is broader the organizational development since it includes an emphasis on the overall system, environment or context within which individuals, organizations and societies operate and interact (and not simply a single organization) (UNDP, 1998).  Capacity Development is "… any system, effort or process… which includes among its major objectives strengthening the capability of elected chief executive officers, chief administrative officers, department and agency heads and program managers in general purpose government to plan, implement, manage or evaluate policies, strategies or programs designed to impact on social conditions in the community." (Cohen, 1993 )  Capacity Development: "The process by which individuals groups, organizations, institutions and societies increase their abilities: to perform functions solve problems and achieve objectives; to understand and deal with their development need in a broader context and in a sustainable manner" (UNDP, 1997)  Capacity strengthening is an ongoing process by which people and systems, operating within dynamic contexts, enhance their abilities to develop and implement strategies in pursuit of their objectives for increased performance in a sustainable way" (Lusthaus et al. for IDRC, 1999) .
The capacity assessment process
Addressing the questions 'capacity for whom?' and 'capacity for what?' helps determine the design of a capacity assessment. Key steps in this process are: Defining the scale and scope of the capacity assessment by selecting point of entry, core issue(s) and capacity(is); Defining desired capacity; Determining the data collection and analysis approach; and Reviewing existing data sources and knowledge (UNDP, 2008) . As a result, of the UNDP's experience with capacity assessments to date. It is organized along the different steps of the capacity assessment process: 1) mobilize and design; 2) conduct the capacity assessment; or sector, (or system) as consisting o f : defining, analyzing the environment or overall system, identifying needs and/or key issues, formulating strategies to respond to or meet needs, devising or implementing actions; assembling and using resources effectively and sustainably, monitoring performance, ensuring feedback, and adjusting courses of action to meet objectives, and acquiring new knowledge and skills to meet evolving challenges and 3) summarize and interpret results. During the second step of the capacity assessment process, the plan designed during the first step is carried out. Board of Directors, reporting to the Annual General Assembly composed of shareholder cooperative members initially was searching ways to improve the competitiveness of the Bank by either improving the individual performance of each employee or by replacing them with more equipped staff. The ruling vision was to motivate the employees to upgrade their knowledge in customer relations, more specifically in sales.
Time management was also an issue that BOD believed that needs attention. The management of the Bank faced dilemma; the traditional in house trained and experienced versus University educated bankers when selecting staff to be promoted and or assigned to new departments and divisions.
Drafting the project with BOD of LTK Bank
The journey of the bank to Capacity Assessment started with the search for external trainers to provide above up skilling to the staff and to evaluate the performance of the employees. This would justify the BOD's decisions in all staff matters like employment, wages, promotions etc. BOD thus intended to keep up with the increasing competition in the sector by both new local banks and foreign bank branches.
The Capacity Assessment program was suggested by the external evaluators as a method to analyse in more detail the staff and their knowledge and skills in relation with the duties they are assigned. BOD was briefed that they first need to know what the organisation is made of.
Ensuring the participation of BOD and GM
Data collected and processed during Capacity Assessment will clearly help to restructure the organisation to a better efficiency by upgrading the knowledge in needed areas and by reshuffling the employees to better matching positions. During the meetings with BOD, also a silent or indirect Capacity Assessment was implemented to the members by bringing to their attention how and what tools capacity assessors use in general. Spiedergram 7 helped to clear the confusion amongst the members of board for participating and contributing to the Capacity Assessment program. The board members agreed to build up the relations with the organisation by first strengthening the nucleus of the organisation (BOD and GM in the case) and continuously working the way to middle (middle management; Department Heads, Branch Managers) and outer (first level employees) spheres of the net.
Demonstration with a healthy onion and a semi rotten onion also projected more than the necessary clues to define that only around strong core structure healthy layers can be built where a decaying core will only add other decoyed layers creating an overall unhealthy product. Apple's marketing, at its "core", is more like an onion. Separate, individual layers that all come together to create the whole picture. At every stage of a product's development or marketing, there is input, evaluation, and ideas. Don't think of Apple as having a single "marketing department" that controls all its advertising and design, rather, the whole company, and its customers, are the marketing department. 8
Briefing the staff and motivating them for professional participation and contribution
Up to the date when the employees were introduced to a complex program of Capacity Assessment, only some of them had attended to mostly single day conferences and trainings. Introductions were done in three groups of average 50 people and special attention was paid that each group consists of employees from all levels. Reluctant to attend top management were given the task to organise and lead the meetings to ensure their participation. Capacity Assessment specialists supervised the meetings and to overcome the major concern and confusion of the participants in "how the result of the program will affect them individually", the employees were encouraged to work on the individual and corporate benefits and challenges that might arise from the implementation of Capacity Assessment. Some definitions of capacity cited above were shared with and the staff.
Drawing the questioner with key participants and forming the Balanced Scorecard
A questioner was produced with extensive contribution of 35 employees from different hierarchies including representation from BOD, GM, and various departments and branches.BOD was presented the questioner to ensure everyone's involvement and approval on the questions selected. BOD approved and confirmed the use of the questioner as it was drafted.
The Balanced Scorecard (BSC) is a strategic performance management framework that allows organizations to manage and measure the delivery of their strategy. The concept was initially introduced by Robert Kaplan and David Norton in a Harvard Business Review Article in 1992 and has since then been voted one of the most influential business ideas of the past 75 years (Kaplan and Norton, 1992 (Shamugia, 2008) .
Even though this process looked like a preparatory stage, the training was already on and the preparations for Capacity Assessment were triggering the employees to improve their knowledge and various skills like effective communication and teamwork. The questioner as shown in Table 1 contained a total of 42 capabilities reflecting corporate value, work attitude, communication, leadership, team spirit, customer relations, marketing, and crises handling etc. The questioner provided possibility to cross check statements of employees by forwarding to all, questions like "who are the usual early birds?", "who are the social event fans?", "who do you work with greatest pleasure?","who is strictly affiliated to the corporate uniform?"...
The questioner also included criteria to evaluate the overall emotional situation of the employee, matters like household issues affecting them, distance of residence and travel means and times. The questioner additionally provided section for "Destination Statement" 10 to encourage the employees to express their comments on their current position and future expectations.
At this stage, the participants were briefed for Capacity Assessment methodologies and the use of Balanced Scorecard. Participants evaluated three generations of Balanced Scorecard practise and for initial Capacity Assessment agreed on a general format respecting the basics (The 4 box system in grading) and current achievements in using Balanced Scorecard.
A grading system 1-4 was built in the Balanced Scorecard where, Capacity graded as 1 needs urgent improvement, Capacity graded 2 is improvable, Capacity graded 3 is improving to satisfaction, and Capacity graded 4 is efficiently improved.
The Balanced Scorecard included a third generation feature; section for the assessed to define their own targets in improvement with times for such stated. Definition Statement concept was thus introduced to the assessed to contribute also to their evolvement for Self Assessment in future Performance Evaluation programs. 1) The knowledge about the Bank products (credit types etc.)
2)Observation and ability to understand customer need 3) Understanding the Customer needs and matching them with bank policies. 
Interviews for individual capacity assessments
Interviews to assess the personal capacity were conducted at the branch or department of the employee. Appointments were set in advance and the employees were well informed about the date and time of their assessment interview. Participants' workload and engagements were considered when appointments were set. Holiday and sick leave and other excused were respected and the interviews were arranged to accommodate these.
At the beginning, the two interviewers executed the interviews together. Bank branch with 1 branch manager, 2 assistant managers, and 12 employees of different positions were interviewed. By working together, the two interviewers ensured to use similar scale indicators when grading the employees, who were evaluated by the interviewers, later working each on his own with the interviewed.
Interviews took place in private and no ordinates or subordinates were present at any employee's interview. The interviewers paid attention to the comfort of the employees and tried to gain the trust of employees in the process by implementing the principal that all comments stay confidential except for the final grade and outcomes like suggestions for additional skill trainings and relocating of departments and or branches (See table 1 for a sample).
Duration of interviews depended on various criteria like the range of responsibilities of the employee, willingness of the employee to comment and offer ideas and suggestions for improvement. Most interviews completed in 30-45 minutes. As the interviews progressed, the initial strain and stress signs of the employees decreased significantly. The team sprit evolved and more suggestions and critics increased the data collection.
Physical and management capacity assessment of branches and departments
Work environment has always been a decisive factor on performance of the employees. The Capacity Assessment Team evaluated every Branch and Department during the assessment visits. The physical capacity of the premise was evaluated by observation to define multiple criteria like; Building and work area's ergonomic and corporate design, Efficiency in traffic in the work and customer service areas, Display of information, Existence of employee service and recreational areas, Hospitality desk or area for Customer, Equipment standards and appropriate use, and Parking spaces for staff and customers. We will observe later in this chapter a sample report evaluating the physical and operational capacities of a branch (See Iskele Branch as a sample).
Evaluating the data and reporting to BOD

Capacity evaluation for each staff
Capacity Assessment for each employee was evaluated based on the Balanced Scorecard graded and composed during the interviews i. Numerical Evaluation. The sum of grades (marked 1-4) for each capability, divided to the number of capabilities assessed on the scorecard produces the overall Average Capacity grade of each employee. Scorecard Average (SCA) is thus derived ii. Comments of Capacity Assessor. Indicates the leadership, communication, sales and other capacities observed, suggests additional training in appropriate disciplines and eventual new job position. Comments about the motivation level and points to psychological needs if any. iii. Own comments of the assessed. Commitments and Destination Statement of the assessed for building further capabilities.
Sample of report for Employees' Capacity Evaluation grouped in the branch or department where they work
As a result, a table was produced for each branch and or department listing every employee and evaluations derived from the collected data. The Table 2 is just a short part of the full SCA as Scorecard Average can be calculated as "between 00 and 1.0 (needs urgent improvement)", "between 1.1 and 2.0 (improvable)", "between 2.1 and 3.0 (improving to satisfaction)" and "between 3.1 and 4.0 (efficiently improved)".
Physical and operational capacities
The Capacity Assessors also observed each branch and department visited for Physical and Operational Capacities. The Data collected for these capacities of each branch, was analysed and reported to BOD.
A Physical and Operational Capacities report based on the real report for one branch (Iskele Branch) is partially sampled below. Only the capacities, which need improvement, are summarised and included in this sample.
Iskele Branch is in a relatively distant town (fishing, tourism, agriculture) from the main office. The Branch has 14 employees including the Manager and 2 Shift Leaders. Average Score of the Iskele Branch is calculated as 2.63. The Average Score of the Branch is the figure derived from dividing the sum of all employees' Scorecard Average to the number of employees.
Physical Capacities of Iskele Branch, which need improvement, are stated below:
 Perfectly located Branch needs architectural reconstruction to reflect the corporate style indoor and outdoor.  Security of the Branch and the employees is compromised in the current work environment. This elevates the necessity of attention to the reconstruction issue.  Equipment needs upgrading.  New architectural solution must allow space for customer hospitality desk to protect the existing friendly work relations with locals  The character of the rural area demands increased mobility for the branch. Additional vehicle must be provided.
Operational Capacities Iskele Branch, which need improvement are as follows:
 Strong local relations must be capitalised for further growth  Branch manager to be supported continuously with specific additional trainings to improve to satisfaction his organisational and leadership skills.  Products related with the rural character of the area must be included to the product range
Reporting and suggestions to LTK Bank's BOD
The Capacity Assessment Team provided to the BOD with the following reports and presentations:
 Capacity Assessment of employees grouped in the department or branch they are positioned (sampled above in table 2).  Physical and Operational Capacity of each branch or department (Sampled above in Iskele Branch case; 3.7.3).  General Report covering all the capacities of the LTK Bank aspects stating both the capacities needing priority for improvement and the capacities improved to satisfaction.
Following is an extract from the General Report presented to BOD of LTK Bank. The main findings of report are categorised as advanced capacities of LTK band and Capacities of the bank needing urgent attention for improvements. Branches need to have meeting rooms to provide service that is more efficient to the customers. The current practice of inviting the customers behind the service bench is outdated and projects selective servicing of some customers while carries risk for confidential data to be exposed  Marketing products offered by the bank should not be competing with each other.  In some branches, the bank asks for customer's password when providing service related with Debit cards. These practices have to be abandoned immediately since it may lead to security and legal drawbacks.  Cleaning and maintenance done by bank staff is not at the expected highest level.
Advanced capacities
Outsourcing these services will bring more efficiency. 
Summary of trainings as an outcome of the capacity assessment program
Conclusion
In this study, capacity assessment program was applied to Limassol Turkish Cooperative Bank in Northern Cyprus. Expectedly, positive contributions of this program started to be observed just after the implementation of the program.
LTK Bank in less than a year gained a well-dressed corporate identity. Departments were restructured to more efficiency. Total restructure was in Human Resource Department now performing much more than being a pay-roll office. Information Technology Department rise to the level to meet both customer and Bank's needs. A proactive Marketing Department harmonised the existing products and constantly is researching and designing new general and specific to the area products. Young customers are targeted with products offering them solutions for financing their education and or new profession. A small number of staff (6) was relocated to alternative departments. Limited numbers of staff (2) were contributed to improve their emotional well being by professional attention and paid recreational holiday. Two top-level managers and one member of the board enrolled to 8 weeks Executive Bank Management Training.16 new jobs were created in the bank at specialised and starter levels. LTK Bank became more visible with additional social responsibility programs.
As in any other Capacity Development program, the method used during this study lacked the capability of bringing to surface some of the significant human factors in any operation. There were no tested tools to understand if the mature staff who occupy executive positions are more interested in their retirement plans or the strategic improvement of the of the organisation in next 10 years. Likewise, we could not verify how devoted is the junior employees to the Bank. The program provided too little information for the assessors to trace or to link the psychological discomforts (if any) with the management styles of the bank or the leading methods of the nearest administrator.
Without a comprehensive Capacity Assessment, LTK Bank could still be wondering how to meet the new challenges. The implemented Capacity Assessment gave the opportunity to the Bank to learn 'what their staffs are made from'. This knowledge was much easier to obtain and more economic than costly new management and new staff contracts. It also improved the positive image amongst stakeholders as an institute who cares and contributes to existing employees rather than terminating their contracts. It also provides a fair and transparent quality to the recruitment policies of the LTK Bank.
The program will lay strong foundations to the organisation's further Capacity Development. Education and Training provided must be tested for outcome. Biannual Performance Evaluations performed by trained corporate in-house assessors must be crosschecked with external expert assessors until the derivations in the results are diminishingly narrow. Researches among close stakeholders (Cooperative member shareholders, customers, targeted sectors, related institutions such as Central Bank and Finance Ministry) and general stakeholders need to be carried out for both verifying and extending the level of capabilities and newly acquired capacities of the Bank.
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